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Study Finds SOX Compliance Is Costlier than
Expected
According to a new study, compliance
costs associated with the SarbanesOxley Act appear to be much higher
than expected and place a greater bur
den on smaller companies. According
to the data, average audit fee increased
by $2.3 million from 2003 to 2004, primarily
because of the act and its Section 404. In the
study, “SOX Costs: Auditor Attestation Under
Section 404,” Susan W. Eldridge and Burch T.
Kealey, both assistant professors of account
ing at the University of Nebraska at Omaha,
note that the act “created a tremendous
amount of new work for public companies
and their auditors by requiring companies that
file annual reports with the SEC to assess and
annually report on the effectiveness of internal
controls over financial reporting and by
requiring the auditors of these companies to
attest to these management assessments.”
The smaller the company, the higher the
likely cost of compliance, the study found.
“SOX audit costs appear to be based on com
pany size, asset growth, and the effectiveness
of internal controls in addition to the 2003
financial statement audit rate,” the authors
write. “Specifically, the SOX audit costs
increase with size, but the SOX audit unit
costs vary inversely with size. This inverse
relationship is consistent with larger compa
nies benefiting from returns to scale and
smaller companies spending fewer resources
on internal controls and being more likely to
have material weaknesses in internal controls.
The positive relationship between SOX audit
costs and asset growth supports the notion that
rapidly growing firms may not be able to
update their internal control systems in a
timely manner and, therefore, may be more
likely to experience internal control weak
nesses. Firms that reported ineffective internal
controls experienced higher SOX audit costs
than those that reported effective internal con-

trols. We also find evidence that finan
cial services firms paid significantly
lower SOX audit rates and electronic
equipment and electronics firms paid
significantly higher SOX audit rates
than firms in other industries.”
The professors’ study looked at disclosures
from 2005 proxy statements or forms 10-K of a
sample of Fortune 1000 companies and found
the $2.3 million increase, to an average cost of
$5.8 million. That’s significantly higher than
some previous estimates. The study notes that
in its Release No. 33-8238, the Securities and
Exchange Commission said it estimated aggre
gate annual compliance costs of $1.24 billion,
or $91,000 per company. A subsequent survey
by Financial Executives International indicated
average annual total compliance costs per com
pany ranging from $559,000 to over $8 million,
based on company size. Audit fees were
expected to be 26% to 30% of total costs.
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Write CPA Letter Articles,
Receive CPE Credit
The CPA Letter Business and Industry
supplement encourages readers to share
information and experiences through
bylined articles on subjects of interest to
your fellow practitioners. Moreover, if the
topic fits our editorial calendar and your
article is featured, you may claim contin
uing professional education credits for the
time you spent preparing the article (in
accordance with the Joint AICPA/NASBA
Statement on Standards for Continuing
Professional Education, revised as of Jan.
1,2002). The first step is to submit article
topics for approval to:

pgreen@aicpa.org
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Mentoring Guidelines to Enhance
Your Career Development
In today’s complicated business environ
ment, one needs a mentor or trusted
adviser to help navigate the corporate cul
ture as well as the path to a successful
career. The AICPA Work/Life and
Women’s Initiatives Executive Committee
has provided Mentoring
Guidelines to enhance your
career development. These
Mentoring Guidelines offer
you the tools needed to create
a traditional one-on-one men
toring program. It is filled with practical
tips to get you and your organization
started on the road to mentorship. It also
contains information on finding a mentor
and becoming a mentor and outlines the
roles and responsibility of the mentor and
the protégé.
The definition of a mentor is a trusted
counselor or guide. A mentor has the abil
ity to lead, inspire and motivate his or her
protégé by expanding his or her aware
ness, insight and perspective. Mentors are
a powerful force for developing employ
ees and the organization. Catalyst, a non
profit organization helping women suc
ceed in business, reports that lack of men
toring is a barrier to advancement.
Scholars and business leaders agree that
every successful person needs a mentor.
Mentoring takes many forms, includ
ing the following:
• Traditional one-on-one mentoring,
either in a peer relationship or a senior
to junior relationship.
• Network or group mentoring.
• Radical mentoring, which is short-term
and skill focused.
• Formal or informal mentoring.
Although you may choose the form
of mentoring best suited to your needs,
the guidelines focus primarily on tradi
tional one-on-one mentoring.

Companies and employers, in exam
ining how mentoring benefits their organi
zations and themselves, can consider the
following:
• A study of the effect of mentoring on
employees’ career success indicates an
association between the
amount
of mentoring
received by employees dur
ing the first few months of
employment and the degree
of career advancement in the
same organization over the next four
years.
• According to the Corporate Leadership
Council, the Advisory Board Company,
“From a business perspective, it is
imperative to utilize mentoring to
develop and maintain intellectual capi
tal... in order to maintain viability in
the global arena.”
• “The big advantage of mentoring is
that it helps employees contribute
faster. They understand how to get
things done in the system,” states
Human Resources Executive Magazine.
• In the sixth century B.C., Su Ching,
Chinese Book of History, included the
statement that “Those who seek men
toring will rule the great expanse under
heaven.”
Jack Welch, former Chairman of GE,
has identified three key ideas for building
a winning staff:
• Create leaders. He has said, “My job is
selecting people, evaluating people,
giving them self-confidence and
spreading ideas.”
• Focus on a few simple big ideas and
dedicate the resources needed to drive
them home.
• Master and inspire continuous change.
All of these ideas rest on the notion
that an organization empowers its staff by

publications
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offering the important learning opportu
nity provided by mentoring.
A number of organizations immedi
ately provide mentors to new team mem
bers, while others utilize this tool to bring
along high-potential individuals.
Mentoring programs tell your team mem
bers that their careers are important to the
organization and their success helps your
organization succeed.
To implement a mentoring program
within your company, it is important to:
• Get buy-in from management.
• Market the mentoring program com
pany-wide.
• Designate a person within the company
to follow up on the progress of the
mentor and protege relationships.
• Determine how the mentors and pro
teges will be matched, i.e., one-on-one
or group.
• Develop and deliver a presentation to
the mentors/protégé to kick off the
program.
• Establish an evaluation timeframe for
periodic formal review of program
progress. It is suggested that a review
occur after six months and again after
one year. Final evaluation can be at the
agreed-upon conclusion of the individ
ual mentoring relationships and can be
anonymous.
The guidelines will:
• Detail the roles and responsibilities of
the mentor and protege.
• Provide tips for a successful mentoring
partnership.
• Give guidance on establishing the men
tor-protégé relationship.
• Provide sample forms for:
1. The mentoring agreement
2. Periodic evaluations
3. Specific job expectations
To obtain a brochure copy of the
Mentoring Guidelines:

educat@aicpa.org
www.aicpa.org/download/career/
wofi/Mentoring_Prg.pdf
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AICPA
First Ever AICPA/ASA
National Business Valuation
Conference

conferences

Join AICPA and the American Society of Appraisers (ASA), two of
the nation’s most prestigious business valuation associations, as they
team up for the first time ever to bring you the latest tools and strate
gies for success at the AICPA/ASA National Business Valuation
Conference “Valuation2—The Power of Two in Business Valuation.”
Designed to provide you with a clear-cut strategy for growing
your business, this program packs a week’s worth of learning in just
three days. And with an illustrious panel of speakers and presenters
to learn from, this powerful conference will give you the updated
skills, latest trends and most advanced tools you need to stay com
petitive. The National Business Valuation Conference will take

place from Nov. 14-17 at the Bellagio Hotel in Las
Vegas.
There’s no better way to network with peers and
enhance your knowledge of valuation services than at
this highly anticipated conference. You will hear from
Keynote speaker Dr. Sherry Cooper as she addresses
the Commodity Boom and Global Economies.
Featured speakers include The Honorable David Laro, Aswath
Damodaran, Linda MacDonald (FASB) and Scott Taub (SEC).
There are no words to describe the magnificence of the worldfamous Bellagio. Guaranteed to leave you speechless, this luxurious
resort and casino located in the center of the Vegas strip provides
unmatched shopping and entertainment, world-class cuisine, ele
gant accommodations, a relaxing spa and more.
For more information or to register, visit:
www.cpa2biz.com

The Dynamic Supply Chain—Strategies for
Implementing Sustainable Competitive
Advantage
The mission of every manufacturing orga
nization is to be the leading supplier of the
highest-quality products by focusing on
customer needs and expectations. To do
this, today’s supply chain requires constant
attention and refinement. This requires
leading-edge domain knowledge combined
with solid and robust technology solutions,
as well as attention to challenges such as:
• Operating in a global economy
• Utilizing the Web effectively
• Adapting new technologies
• Fortifying against terrorism
• Reacting to customer demands
All manufacturing operations need to
constantly assess their enterprise and chal
lenge the status quo. Individuals responsi
ble for the supply chain and continuous
improvement must be vigilant in obtaining
the knowledge they need to determine the

best systems and solutions for their organi
zation.
The Dynamic Supply Chain
Conference is being held at the AICPA’s
New York office on Nov. 17-18, and will
showcase the ideas and strategies manufac
turing decision-makers need to:
• Accelerate the improvement cycle to
achieve incremental and breakthrough
benefits.
• Create an attitude within the organiza
tion where they are constantly challeng
ing the status quo.
• Realize their objective of providing the
highest levels of customer satisfaction
and security.
• Provide maximum returns for their
shareholders.
• Choose and apply the best technology
solutions.

By attending The Dynamic Supply
Chain Conference, you will have the
opportunity to hear from industry experts
from the field and technology in two days
of multi-faceted instruction and idea
exchange.
Keynote speaker, Carol Ptak, is a lead
ing authority in the use of ERP and Supply
Chain tools to drive improved bottom-line
performance.
She is the author of numerous articles
and the books MRP and Beyond and ERP,
Tools, Techniques and Applications for
Integrating the Supply Chain.
A highly accomplished author, lec
turer and trainer, Ms. Ptak has successfully
combined a solid academic base with over
20 years of pragmatic experience. She
knows how to turn theory into practical
realities in today’s changing organizations.
For more information or to register:
866/265-1975

www.northstarconferences.com

